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The Cost of Electricity—A Public Issue 


The Power Authority of the State of New York has 
issued a report on the cost of electricity which is impor- 
tant for every consumer whether he resides in the state 
or elsewhere. It bears not only on present but on future 
costs. It puts every citizen in position to use facts in re- 
lation to one of the most important economic issues before 
the American people. 

The dependence of an industrial society on power obvi- 
ously makes the basis upon which power is developed and 
the degree to which resources are utilized all important. 
This is a “power age.” The report deals with the possi- 
bilities of cheaper power under private ownership and 
regulation as well as under public ownership. The find- 
ings of three years of investigation by competent engi- 
neers, accountants and others who know the power prob- 
lem are particularly opportune at this time when deci- 
sions must be made regarding the further development 
of power resources. 

The report is based on a study of costs in 17 represen- 
tative municipalities in New York State and 12 munici- 
palities in six other states (Pennsylvania, Virginia, Indi- 
ana, Maine, California, and Washington) “in which a 
friendly management made complete data readily avail- 
able.” The refusal of holding companies in New York 
State to allow operating companies to furnish data forced 
the Power Authority to devise its own methods of obtain- 
ing data. In so doing it has made it possible for any city 
to ascertain costs which may be used as a basis for rate 
making. 

Some of the major findings and conclusions follow: 


(1) That 2.5 cents per kilowatt hour is a reasonable 
cost for distributing electricity to homes with an average 
annual consumption of 600 kilowatt hours (or 50 kilowatt 
hours per month). 


(2) “This 2.5 cents covers the cost of distribution only. 
The additional cost of current ready to distribute, includ- 
ing generation, transmission and substation [costs], 
brings the total cost of electric service for residential con- 
sumers to 3.5 cents per kilowatt hour for an average an- 
nual use of 600 kilowatt hours. This figure provides for 
all legitimate expenses, for a 6 per cent return on all use- 
ful fixed capital and for an additional 5%4 per cent on 
such capital to cover depreciation, insurance and taxes.” 


(3) The average of existing rate schedules for resi- 
dential use in the state is six cents per kilowatt hour, with 
a range from four to nine cents. If the rates were ad- 
justed to “cost of service” (3.5 cents), which, it should be 
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kept in mind, includes a fair return on capital and allow- 
ance for depreciation, insurance and taxes, it “would 
mean a total annual saving of $33,680,483 on the 1,496,- 
910,365 kilowatt hours purchased by 2,970,000 residential 


customers.” 


(4) The average consumption of 2,198 kilowatt hours 
by retail commercial consumers costs them on the average 
4.9 cents per kilowatt hour. If their rates were adjusted 
to “cost of service” they would save $29,658,890 on the 
1,482,944,489 kilowat hours purchased. 


(5) If the “cost of service” rates as figured by the 
Power Authority were applied to residential and retail 
commercial users in all states within transmission dis- 
tance of the St. Lawrence power project there would be 
a total annual saving of $181,794,887 on the 7,007,113,045 
kilowatt hours purchased. It is estimated that a further 
annual saving of $14,000,000 could be effected in street 
lighting. 

(6) If rates were lower, greater use would be made of 
electricity. The Power Authority estimates that 250 kilo- 
watt hours per month could be furnished residential users 
at an average rate of two cents per kilowatt hour when 
the St. Lawrence power is available and that the cost of 
operating heavy heating appliances would be less than one 
cent a kilowatt hour. 


(7) For residential consumers under present condi- 
tions the total cost of electric service, including genera- 
tion, transmission, transformation and distribution, should 
not exceed 3.5 cents per kilowatt hour for 600 kilowatt 
hours annually, 2.7 cents for 1200 kilowatt hours, 2.1 
cents for 2400 kilowatt hours, and 1.7 cents for 4800 
kilowatt hours. “This provides for all legitimate ex- 
penses, for a reasonable return on useful fixed capital, for 
necessary depreciation, insurance and taxes.” 


(8) Analysis of the costs of a number of publicly 
owned plants shows that “the foregoing costs can be ma- 
terially lowered where a municipality undertakes the pub- 
lic distribution of electricity, even though the same per- 
centage on fixed capital is allowed to cover return on in- 
vestment, depreciation and property, franchise and in- 
come taxes now levied on private companies by municipal, 
state and federal governments. . . . Actually through lower 
return on capital, and especially as they amortize the in- 
vestment in their properties, public plants can still fur- 
ther reduce the cost of supplying service as compared 
with the costs shown above for private systems.” 


(9) Although the cost of distribution in rural sections 
is higher because of the lower density of population, the 
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Power Authority believes that with the increase in con- 
sumption of electricity “farm customers in extensive areas 
surrounding municipalities can be included under a single 
city rate schedule without materially affecting the charges 
to urban customers.” 


(10) Furthermore, it is the Power Authority’s “unani- 
mous opinion that, as a result of the development of St. 
Lawrence power by a public authority, rates for electricity 
used in the homes and on the farms of the State of New 
York will be fundamentally reorganized and standardized 
in terms of these conclusions.” 


. On December 24, Frank P. Walsh, chairman of the 
Power Authority, sent to Floyd L. Carlisle, chairman of 
the board of the Consolidated Gas Company and of the 
Niagara Hudson Power Corporation and to the Public 
Service Commission of New York State a bulletin de- 
scribing the results of an agreement between the city of 
Washington and the Potomac Electric Company. The 
purpose of this and other research bulletins in prepara- 
tion is to show that the electrical companies are wrong in 
their claim that if rates were reduced to the level sug- 
gested by the Power Authority the result would be losses 
to utility investors. 


The agreement between the city of Washington and the 
power company was made in 1924 after the company had 
done everything it could to prevent the Public Utilities 
Commission from lowering rates and to combat bills in 
Congress designed to utilize the water power at Great 
Falls on the Potomac River. The agreement provided for 
a sliding scale of rates which decreased as the earnings 
of the company increased. It provided for a valuation of 
$32,500,000 as the base upon which earnings were to be 
figured. This base was to increase as money for additions 
and betterments was spent. It has now increased to 
$64,000,000 as the result of allowances made by the Pub- 
lic Utilities Commission. The agreement provided that 
on January 1 of each year the company should reduce its 
rates by an amount equal to one-half its surplus earned 
during the previous year over and above 7.5 per cent of 
the agreed valuation. 


- When the agreement went into effect in 1924 the com- 
tl was charging 10 cents per kilowatt hour for 120 
ours and five cents for excess of 120 hours. Maximum 
residential rates have decreased from 7.5 cents per kilo- 
watt hour in 1925 to 3.9 cents in 1933. The number of 
kilowatt hours sold to all customers has increased from 
167,073,810 to 436,557,332 and net operating income after 
deducting depreciation and taxes has increased from 
$3,247,181 to $5,162,245. Dividends on preferred stock 
have increased from $106,128 to $395,044 and on common 
stock from $840,000 to $1,800,000. 


As to residential sales, the volume has increased from 
37,791,894 kilowatt hours in 1926 to 115,861,181 in 1933; 
the revenue, from $2,542,802 to $4,229,078; the number 
of customers, from 82,884 to 133,467; the revenue per 
customer, from $30.68 to $31.69; the average kilowatt 
hours used per customer, from 456 to 868; and the aver- 
age rate per kilowatt hour, from 6.7 cents to 3.7 cents. 

The New York Power Authority believes that if such 
agreements were put into effect everywhere they would 
be to the advantage of the companies and the consumers. 
The problem would remain, however, to see that the con- 
sumers received the full benefits of such agreements. 
Thus public utility commissions will still be necessary to 
protect the public. 


The Soviet Challenge 

As president of the Carnegie Endowment for Interna- 
tional Peace, Nicholas Murray Butler announced Decem- 
ber 10, 1934, the publication in the December issue of 
International Conciliation of the report by Joseph Stalin 
to the Communist Party in January, 1934, on the success 
of the Communists in developing the national economy 
and culture of Soviet Russia. The next issue will contain 
an exposition of fascism by Premier Mussolini. 

Dr. Butler says the purpose of these publications is to 
make available in English to the American public an au- 
thoritative exposition of communism and fascism “as po- 
litical, economic, and social doctrines by those who not 
only have thorough understanding of what is meant by 
those terms but who are definitely and authoritatively 
engaged in the administration of these forms of social 
organization and government.” 

The Stalin report asserts that the national income of 
Soviet Russia increased from 29 billions of rubles in 1929 
to 50 billions in 1933, or 72.4 per cent. Population in- 
creased from 160,500,000 to 168,000,000. Total wages of 
workers and office employes increased from 13,597,000,000 
rubles in 1930 to 34,280,000,000 rubles in 1933, or 152.1 
per cent. The average annual wages of industrial work- 
ers increased from 991 rubles in 1930 to 1,519 rubles in 
1933, or 53.2 per cent. He says that 99 per cent of in- 
dustry has been socialized. In agriculture, calculating on 
the basis of sown area of grain crops, 84.5 per cent is 
socialized, leaving 15.5 per cent under individual peasant 
economy. Mechanization has proceeded at such a rapid 
rate that industrial output in 1933 was 291.9 per cent 
above the pre-war level and 101.6 above 1930. In 1913 
industrial output was 42.1 per cent of national production 
and agricultural — was 57.9 per cent. In 1933 in- 
dustrial output was 70.4 per cent and agricultural output 
was 29.6 per cent. : 

By 1930, the gross production of grain and technical 
crops (grain, cotton, flax, sugar beets, oil seeds) was 
9 per cent above 1913, and by 1933, 11 per cent. From 
1916 to 1929 the number of cattle increased from 58.9 
millions to 68.1 millions ; sheep and goats from 115.2 mil- 
lions to 147.2 millions, pigs from 20.3 millions to 20.9 
millions. The number of horses decreased from 35.1 
millions to 34 millions. Since 1929, however, there has 
been a steady and enormous decline in livestock, which 
Stalin attributes to “the intense kulak agitation for the 
slaughter of livestock . . . in the years of reorganization.” 
In 1933 the number of cattle was 38.6 millions, sheep and 
goats 50.6 millions, pigs 12.2 millions and horses 16.6 
millions. The only indication of an improvement is found 
in the fact that the number of pigs increased from 11.6 
millions in 1932 to 12.2 millions in 1933. 

On the other hand, from 1930 to 1933 the number of 
tractors increased from 34,900 to 204,100 and their horse- 
power from 391,400 to 3,100,000. Combine-harvesters, 
threshing machines, motors and engines, motor trucks and 
automobiles used in agriculture all show striking increases. 

Recognizing that the development of industry, agricul- 
ture and trade is dependent upon transportation, Stalin 
points to the failure to provide adequate facilities as the 
“weak spot” in the Russian economy. Freight transporta- 
tion has increased from 133,900,000,000 ton-kilometers in 
1930 to 172,000,000,000 ton-kilometers in 1933, or 28.4 
per cent. Water transport increased from 45,600,000,000 
ton-kilometers in 1930 to 59,900,000,000 ton-kilometers in 
1933, or 9.4 per cent. But Stalin regards these increases 
as “far too little for our economy.” As for the increase 
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in automobiles (trucks and passenger cars) from 8,800 
in 1913 to 117,800 in 1933 he “is ashamed to speak about 

Stalin declares that “of all the successes achieved by 
industry in the period under review the most important 
is the fact that it has succeeded in this period in training 
and forging thousands of new men and women, of new 
leaders of industry, of a whole stratum of new engineers 
and technicians, of hundreds of thousands of young 
skilled workers who have mastered the new technique, and 
who have advanced our socialist industry.” Furthermore, 
“unemployment, that scourge of the working class, has 
disappeared.” 

The social insurance fund for workers and office em- 
ployes increased from 1,810,000,000 rubles in 1930 to 
4,610,000,000 rubles in 1933, or 154.6 per cent. (The In- 
ternational Labor Office (Industrial and Labor Informa- 
tion, November 5, 1934, p. 165) points out that 5,050,- 
000,000 rubles was allotted to the social insurance fund 
for the year 1934 and that increased revenues made it 
possible to increase this sum 65,500,000 rubles.) 

As an indication of cultural development Stalin points 
to the following items: 


“a) The introduction throughout the U.S.S.R. of uni- 
versal compulsory elementary education and an increase 
of literacy among the population from 67 per cent at the 
end of 1930 to 90 per cent at the end of 1933. 

“b) An increase in the number attending schools of 
all grades from 14,358,000 in 1929 to 26,419,000 in 1933. 
Of these, the number receiving elementary education in- 
creased from 11,697,000 to 19,163,000; middle school edu- 
cation increased from 2,453,000 to 6,674,000, and higher 
education increased from 207,000 to 491,000. 

“c) An increase in the number of children receiving 
og education from 838,000 in 1929 to 5,917,000 
in 1933. 

“d) An increase in the number of higher educational 
establishments, general and special, from 91 units in 1914 
to 600 units in 1933. 

“e) An increase in the number of scientific research 
institutes from 400 units in 1929 to 840 units in 1933. 

“f) An increase in the number of club institutes from 
32,000 in 1929 to 54,000 in 1933. 

“g) An increase in the number of cinema theatres, 
cinema installations in clubs, and traveling cinemas, from 
9,800 units in 1929 to 29,200 units in 1933. 

“h) An increase in the circulation of newspapers from 
12,500,000 in 1929 to 36,500,000 in 1933.” 

Workers, Stalin says, represent 51.4 per cent of the 
total in higher educational establishments, and “toiling 
peasants” 16.5 per cent. Although progress in Russia has 
been greatest in industry, he hopes much from the re- 
organization of agriculture in 1932. He believes that the 
peasants “have put off from the shores of capitalism for 
good and are sailing forward in alliance with the working 
class towards socialism.” 

However, he warns the Communists that they cannot 
rest on their laurels and he believes that they must work 
hard to keep down the ideologies of their enemies. 
Although the masses in capitalistic countries have suffered 
greatly during the depression he does not believe they 
have reached the stage where they are ready to overthrow 
capitalism but he is convinced that the idea is maturing 
in their minds. To meet this threat he believes that “the 
ruling classes in the capitalist countries are zealously de- 
stroying, or nullifying, the last vestiges of parliamentarism 
and bourgeois democracy which might be used by the 
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working class in its struggle against the oppressors,” and 
that “they are driving the Communist parties underground 
and resorting to open terrorist methods in order to main- 
tain their dictatorship.” Furthermore, he believes that 
“things are moving towards a new imperialist war as a 
way out of the present situation.” In that case “it will 
certainly unleash revolution and put in question the very 
existence of capitalism in a number of countries, as was 
the case in the course of the first imperialist war.” 


Civil Liberties Under the New Deal 


In response to President Roosevelt’s query last spring 
as to what liberties any citizens have lost through the 
New Deal representatives of 22 organizations concerned 
with human rights met in Washington December 8, 1934, 
under the auspices of the American Civil Liberties Union 
to discuss present conditions and to draft a program of 
bills to present to Congress. 

Many of these representatives came from picket lines 
and from scenes of lynchings and concentration camps 
where strikers were herded together. The conference had 
hardly begun before it was faced with the problem of 
dealing with discrimination practiced against Negro dele- 
gates by the very hotel in which it was meeting. The 
conference met the challenge by passing a resolution con- 
demning the discrimination and by cancelling reservations 
and all following sessions at the hotel. The other sessions 
were held at the Howard University Law School. 

The reality of the problems discussed was demonstrated 
by another incident revealed by a telegram asking for 
protest against violence by Massachusetts state troopers 
in breaking up that day an orderly picket line and pro- 
hibiting singing and speaking. Protests were sent to Gov- 
ernor Ely and to President Roosevelt. 

The conference asked the United States Senate to in- 
vestigate the activities of vigilante groups and demanded 
legislation prohibiting deportation of aliens because of so- 
cial, political, religious or economic views or their affilia- 
tions, deportation without court review of the evidence, 
and deportation of any alien who has resided in the 
United States five years. The conference declared that 
an alien who has resided in the United States five years 
should be naturalized on payment of a fee of not more 
than $5.00 unless during that period he has been convicted 
of a crime involving moral turpitude for which he has 
served or is serving a sentence of not less than one year. 

Bishop Francis J. McConnell condemned the law under 
which Communists are deported merely for their views 
or membership in a Communist party which is legally on 
the ballot. He pointed out that an alien who came to the 
United States with conservative views could be deported 
because of communistic views acquired here. 

Colonel D. W. MacCormack, Commissioner of Immi- 
gration and Naturalization, insisted that aliens cannot be 
deported merely because they are radical in their views, 
but only if they “believe in or advocate the overthrow of 
the government . . . by force or violence” or are members 
of organizations “having such beliefs or aims.” Further- 
more, “certain political beliefs and activities which are 
legal for the citizen are illegal for the alien” and the 
Department of Labor cannot proceed against naturalized 
citizens. He has found that “most of those who are ar- 
rested as radicals are native born or naturalized citizens.” 
Of 448 radicals recently arrested 330 were citizens and 
118 were aliens. “Of these 118, 14 were found to be de- 
portable, and of the 14 only one was subject to deporta- 
tion as a Communist or as a person who advocates or 
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believes in overthrow of the government . . . by force or 
violence.”” The Commissioner stated that since he has been 
connected with the Department of Labor there has been 
“no case in which an alien has been deported because of 
legal union activities.” 

He pointed out that aliens who are confirmed criminals 
and “who have spent half of their time in this country in 
prison .. . are able to avail themselves of the loopholes 
and technicalities in the present laws and remain here” 
while the law “is unbelievably harsh and severe with ref- 
-erence to persons of good character.” He hopes “that 
Congress will grant some power of discretion in order that 
incredibly cruel family separations may be averted.” 

The resolutions committee reported that the New Deal 
legislation “has not as yet materially aided the exercise” 
of the rights known as civil liberties. “At the most im- 
portant point of conflict, that between capital and labor, 
it has failed to back up in practice its professions to aid 
labor to achieve collective bargaining. Not only is the 
law itself deficient but its administration under the NRA 
has violated the professed intent of the labor provisions. 
It has become in effect an instrument of employers’ 
control.” 

The committee which presented a resolution on Section 
7 of the Recovery Act pointed out that “no employer 
guilty of violating this section is serving a prison sentence 
yet hundreds of labor representatives have been impris- 
oned for trying to secure their rights under the law”; 
declared that “the present guarantees to labor must be 
enforced”; demanded that Section 7 be strengthened by 
making company unions illegal; and insisted that “the 
right to strike must: never be compromised or limited 
either by law or under the guise of any proposed truce.” 

The committee also demanded that those on home re- 
lief and work relief should have the right to organize and 
deal collectively with administrators. The committee in- 
sists that in all communities labor relations boards should 
be established “with authority to make decisions affecting 
local administrations, relief workers and unemployed on 
questions of hours, wages, working conditions, etc.” 
These boards should have an adequate number of repre- 
sentatives elected by the unemployed and the relief work- 
ers and the boards should not be permitted to make deci- 
sions impairing the right of relief workers to strike. 

The committee which reported on civil liberties for 
farm laborers, workers in agricultural industries, share- 
croppers and tenant farmers declared that legislation 
should be passed giving these classes of workers the right 
to organize and act collectively for the improvement of 
their economic condition, company unions should be pro- 
hibited, agricultural labor codes should be established, 
workers should have equal representation with employers 
in formulating and enforcing these codes, the codes should 
abolish child labor, and fix minimum wages, maximum 
hours, and “decent working conditions.” 

The conference formulated many other demands, 
among which were: the release of political prisoners; fur- 
ther investigation by the United States Senate of the 
question whether miners in Harlan and Bell counties, 
Kentucky, had been arrested, tried and convicted in viola- 
tion of their constitutional rights and the laws of the 
United States; amendments to existing laws so that In- 
dians in the United States can enjoy the rights granted 
to other citizens ; and transfer of colonial possessions now 
under naval rule to civilian control, with complete local 
autonomy and no interference with their right to agitate 
for complete independence. 


In the Current Periodicals 
Foreign Affairs, January, 1935. 


Hindmarsh, A. E., assistant dean of Harvard College. “The 
Realistic Foreign Policy of Japan.’—Japan’s foreign policy must 
find its test in China. Her “special position” there is “the total 
of Japan’s exceptional treaty rights in China, plus the natural con- 
sequences of her geographical position, now rendered more vital by 
the existence of a pressing population problem.” Japan’s claim 
to equality in naval armaments comes naturally from her claim to 
primacy in the Far East. “Japan sees herself as contiguous to the 
two greatest and most restless nations of the world, and yet day 
by day more dependent economically and strategically on the one 
—— which is directly subject to the disrupting influence of the 
other.” 


Journal of Adult Education. January, 1935. 


Beard, Charles Austin. “Practice and Culture.”—The distinction 
between the cultural and the practical is artificial and overworked. 
Great cultural books, ¢e.g., the Bible, Sophocles’ Antigone, Shake- 
speare’s works, and those of Milton, Shelley, Byron, Ruskin and 
Carlyle, are eminently practical in significant ways. A Russian 
official is quoted as saying of the practical training which the Rus- 
sian system emphasizes that it “has been too narrow, and our 
problem is one of widening it to embrace knowledge and traditions 
not embraced in the Marx-Lenin scheme.” 


Progressive Education. January, 1935. 


May, Mark A. “The Dilemma of Youth.’”—The three million 
or more young people reported to be out of school, unmarried and 
unemployed constitute a national problem. Many of them are 
high school graduates. The federal government alone can meet the 
situation, and should “sponsor a plan for community projects of 
an educational and apprenticeship nature” to take care of two mil- 
lion youth. 


Current History, January, 1935. 


Daniels, Winthrop M., formerly chairman of the Interstate Com- 
merce Commission. ‘Toward Nationalized Railroads.”—There is 
a possibility of government ownership and operation of railroads 
“in the not too far distant future” due to “the large existing burden 
of railroad indebtedness to the federal government; to the impend- 
ing maturities of railroad debt . . . to the depressed market price 
of railroad stocks, which would make available a controlling inter- 
est at a low figure; and to the eagerness ‘of the largest holders of 
railroad bonds to surrender them in exchange for government ob- 
ligations.” It may be avoided by “eliminating from the property 
accounts of the railroads a quantity of alleged assets whose only 
title to the name is their past cost,” and by making new operating 
economies. 


Jessup, Philip C., associate professor of international law at 
Columbia University. “If War Should Come.”—War is the most 
“fruitful soil for the seed of social revolution.” Will any present- 
day government dare, “on the plea of national self-interest, to risk 
placing rifles and cartridges in the hands of already disaffected and 
grumbling millions? Military discipline is a powerful tie, but is it 
rege | enough to bind the social forces which are seething under 
the lid?” 


Harpers Magazine. January, 1935. 


Coyle, David Cushman. “What About Public Works?”—A se- 
quel to the article published by Mr. Coyle in last month’s Harpers. 
Current emphasis on “self-liquidating” projects is condemned be- 
cause they are ultimately paid for by the consumer and give no 
relief to the imbalance of the capital structure. A “non-collapsible 
prosperity” will be characterized by features, unacceptable to 
“orthodox financial authorities,” providing for projects whose cost 
is ultimately paid by taxation. 


Survey Midmonthly, December, 1934. 


Colcord, Joanna C. “Production for Use in Ohio.”—A descrip- 
tion of the manufacturing carried on by the Ohio State Relief 
Commission. Eleven factories were in operation by November 6. 
Up to November 27 six units had produced goods valued at $2,043. 
The arguments in favor of “state-managed production-for-use” are 
that it keeps workers employed, and that “cash wages, paid to 
workers in state factories, help industry by creating a real demand, 
paid for with earned money, for the goods these people will buy 
in normal trade.” If the goods produced are used only for the 
unemployed, there is no real competition with industry since the 
— have “no consumer demand which it is industry’s right 
o fill. 


(Printed in U. S. A.) 
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